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Preventing Boom Instead of Depression May 


Be Biggest Post War Housing Problem 


somewhere between one and two mil- 
lion unemployed is a practical mini- 


What is the future of housing after 


the war? Here is an 


authoritative 


review of the facts of the problem 


UR people have been given a 
dramatic lesson in the productive 
capacity of this country if the 

demand exists. They will] insist on a 
solution of the problem of distributing 
this large output in peacetime. They 
will hold that widespread unemploy- 
ment is the greatest economic waste and 
must be eliminated We 
need to start now to do some intelligent 
long-range planning toward maintain- 
ing a high level of productive employ- 
ment after the war. If not, the end of 
the war will find us at the mercy of 
every crackpot, every demagogue, every 
self-appointed saviour who is willing to 


at all costs. 


make promises. 

We in the Department of Commerce 
are tremendously interested in this long- 
range planning. Next to winning the 
war it is the biggest and most important 
job in sight. But we are also convinced 
that much of this planning should be 
at the grass roots and not in Washing- 
ton. It is up to each individual business 
enterprise to study these postwar pos- 
sibilities and to be prepared to take full 
advantage of them in terms of maxi- 
available 


mum employment of our 


By S. MORRIS LIVINGSTON 


manpower and the production of more 
goods for more people at less cost. 

Let us take a look at this postwar 
problem to get some idea of the magni- 
tude of the job. 





N our next issue a noted 

English housing authority 
will describe what England is 
doing in planning post war 
housing. Here Mr. Livingston 
tells you the extent of the 
market in this country. The 
author is acting chief of the 
National Economics Unit of 
the Department of Commerce 
and for many years has been 
the chief spokesman for this 
department on questions af- 
fecting the building industry. 
This is the first publication of 
this complete study and we 
feel fortunate in being able to 
bring it to you. 





We turned out more goods and serv- 
ices in 1940 than in any previous year. 
Yet of total available manpower only 
45 million were employed and 9 mil- 
lion were unemployed. Judging by our 
experience in 1929 and during this war 
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mum. In addition we had millions of 
people eking out an existence on sub- 
marginal farms and elsewhere because 
they could not get more productive jobs. 

Not counting the abnormal war in- 
crease in employment of women, young 
people of school age, and people who 
would otherwise have retired, the nor- 
mal increase in population will add be- 
2 and 3 million to the labor 
forces between 1940 and 1945 and 
about half a million per year thereafter. 
Full production in our postwar year 
means about 10 million jobs that did 
not exist in 1940. 

In 1940 we turned out approximately 
$100 billion in goods and services. In 
the same prices our current output is 
already about one-third larger, and be- 
fore the end of the war the increase 
will be nearer 50 percent. We will 
achieve this increase in spite of the 
shift of manpower from production to 
the armed forces. Our normal 
force, working normal hours, would 
have an equal capacity in a postwar 
year. 


tween 


labor 


This capacity for war production is 
possible only because of the very large 
investment in plant and equipment in 
war industries in the last three years. 
There is serious question whether the 
factories and machines now exist to 
employ all of this reserve of manpower 
at production of civilian goods. Thus 
our immediate postwar capacity may be 








The Mortgage Banker @ November, 1942 


r 4 





limited more by physical plant than by 
labor supply. 

Ignoring this contingency for the 
moment 
market for 
goods and 
in 1940, 
exist? 


the problem is to find a 
almost 50 
than we 


perc ent more 


services produced 


Do these potential markets 


Will we have half depression 
and half boom at end of war? 


In answering that question we have 


the peculiar advantage that we will 


end the war in a condition that is half- 
boom and half-depression. In terms of 


the national income we will be at the 
height of a boom. In terms of what 
civilians have been able to buy with 
that income we will be at the bottom 


of a depression. Ignoring for the mo- 
the problems and dangers during 


shall be 


Ing trom war to peace production, the 


ment 
the period when we reconvert- 
maintenance of this purchasing power 
in the postwar period will open up 
enormous markets which did not exist 
before the war. 

The record of the last dozen years 
basis for 
markets. Starting 
income in 1929 we dropped to a very 


vives us some anticipating 


these with a high 


low income in 1932 and 1933 and then 
1941. 


. . , ° 
C hanges In consumers expenditures as 


recovered to a higher level in 


the result of changes in income over 
this period indicate how an even larger 
might be 
year. Such 


accurate in detail. It ignores what may 


income spent In a postwar 


a projection will not be 


possibly be important changes due to 
new products, new production or distri- 
de- 


bution methods or other industrial 


velopments. But it is a convenient first 
approximation. 

this past experience a 
billion 


Judging by 
production of $150 
individual 


national 
provide 
$115-120 
which after savings and taxes would 
enable them to buy roughly $100 bil- 


would consumers 


with billions of income 


lions worth of goods and services. Given 
maximum employment, the increase in 
1940 level 


would range from perhaps 20 percent 


such purchases over the 
for a broad group of services to 60 or 


75 percent for consumers’ durable 


goods. 


This large increase in the demand 


for durable goods would result partly 
from the desire to reach a higher stand- 
ard of living in terms of such things 
as more automobiles on the road and 
more electrical appliances in the home. 
There are also the existing automobiles 
and appliances which are wearing out 
and which cannot be replaced during the 
war. This isa different sort of deferred 
demand than existed at the bottom of 
the last depression because there is the 
purchasing power to make it effective. 
In addition to the high level of income 
at the end of the current 
shrinkage in consumer debt will make 


war, the 
possible a postwar expansion of close 
to 10 billion dollars. War savings con- 
stitute an even larger reserve of pur- 
chasing power. 

Actually this 


will exceed our capacity 


dammed up demand 
to produce 
these goods for several years after the 
war. To cite one example: There were 
28,000,000 passenger cars on the road 
at the end of 1941. If the war lasts 
for another eighteen months we will 
not produce cars in any quantity before 
1945. By that time the normal 
tality this 
20,500,000. Judging by past relation- 


mor- 


would reduce inventory to 
ships, the incomes which go with even 
$135 billion of gross national product 
would create a demand for 32,000,000 
The difference of 
11,500,000 cars compares with domes- 
tic sales of 4,100,000 cars in 1929 and 


LT 
GEORGE F. HEINDEL 


GRANVILLE M. SEMMES 
With sorrow we announce the death of 
two MBA members, George F. Heindel, 
Ottumwa, lowa, and Granville M. Semmes, 
Mr. Heindel 


members of 


cars on the road. 


was one of 

MBA and 
a former president. Death was the result 
attack. He was 
a practicing attorney in Ottumwa for more 


Gary, Indiana. 


} 


the three honorary 


of a heart 71 and had been 
than 50 years. In recent years he had been 
chief counsel for John Morrell & Company 
and was a noted authority on taxation. He 

I MBA 


was one of the earliest members of 
\ssociation’s 


and contributed much to the 
growth in its formative vears. 

Mr. Semmes was president of the Cal- 
umet Securities Corporation in Gary and 
was an active member of MBA for many 
years, Death was also the result of a heart 
attack. To the families and 
both men go our deep sympathy. 


LTT 
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associates of 


3,600,000 cars in 1937 or 1941. Each 
additional year of war means another 
2 or 3 million cars and there is a simi- 
lar accumulation in the export market. 

With roughly two-thirds of the total 
output going directly to consumers, the 
other third would have to go to business 
in the form of buildings, machinery 
and other producers goods and to gov- 
ernment. I mentioned that in spite of 
the spectacular additions to plant and 
equipment in the war industries, the 
lack of capacity to produce the civilian 
goods and services which would be re- 
quired in many fields could hinder or 
delay our reaching the maximum out- 
put which might otherwise be possible. 
In the 
long-run the necessary expenditures on 


This is also a favorable factor. 


expansion of capacity will provide ad- 
ditional demand for goods and, there- 
fore, more assurance that there will be 
markets for all we can produce. It will 
also provide an investment outlet for 
the larger volume of savings to be ex- 
pected at that level of income. 


The size of the markets we 
can open will surprise us 


These business expenditures, plus the 
normal outlays of government, cou!d, 
for at least several years after the war, 
take all of our production which is not 
In other 
words our postwar level of prosperity 
is likely to depend less on the potential 
markets for goods than on our ability 


sold to individual consumers. 


to achieve a quick and smooth transition 
from war to peace production, or the 
elimination of bottlenecks in our physi- 
cal plant and the proper distribution of 
our labor. 

The size of the markets which can 
be opened up by the high incomes that 
go with maximum employment will 
surprise anyone who has not considered 
this point. 

The decade from 1930 to 1940 of- 
fers a dramatic demonstration of the 
fact that the market for housing, and 
in turn the market for new residential 
construction is determined not so much 
by the number of families to be housed 
as by their income and its purchasing 
power. 

When the census was taken in April, 
1930, the 23,236,000 nonfarm house- 
holds had a total rent bill of about 
$12 billion per annum. This includes 


™N 
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the imputed rent of owned homes at 
one percent of the reported market 
value per month. Because of the usual 
delay in adjusting housing expenditures 
to changes in income, and because home 
owners had difficulty appraising current 
market conditions, these rental values 
more nearly reflect 1929 incomes. 


Facts which tell the story 
of what to do after the war 


In April, 1940, a smaller total in- 
come was divided among 27,750,000 
nonfarm households so that the average 
income per household was substantially 
less. The total annual rent bill as re- 
ported to the Cenusus was less than in 
April, 1930, by a little more than the 
decline in income from 1929 to 1939. 
With the increase in households the 
average rental value was $27 per month 
as against $43 ten years earlier. 

In 1930, sixty percent of the fami- 
lies were living in houses with a rental 
value of $40 or less. By 1940, eighty 
percent were under $40, which is 
roughly the price range in which new 
construction could not compete. In 
spite of a 20 percent increase in the 
total number of nonfarm households 
there was a decrease of 45 percent in 
those occupying a dwelling at more than 
$40 per month. There was a corre- 
spondingly larger increase of 60 percent 
in those who could afford to pay $40 
or less. 

The average family figures that it 
can spend about one-fifth of its budget, 
after taxes and savings, for housing. 
Allowing for some inertia this pro- 
portion seems to hold almost regardless 
of income level or of the quality of 
housing available at that price. With 
less income per household in 1940 
expenditures for housing declined in 
almost the same proportion. 


The six million dwellings with a 
value of more than $40 per month in 
1930 which had been handed down to a 
lower bracket by 1940 can be only par- 
tially accounted for by any reasonable 
depreciation or obsolescence or by any 
change in construction costs. They must 
be explained by the excess of the 1930 
supply over the 1940 demand in the 
higher price range. Given this excess, 
competition forced prices and rents 


down to what people could afford to 
pay. 

If we had adequate data for an 
intermediate year at the bottom of the 
depression, they would unquestionably 
show a greater shift to the left and an 
even larger portion of the demand in 
the low-price field. 





1942 YEAR BOOK 


HE 1942 MBA Year Book 

will be off the press soon 
and will include all addresses 
and discussion at the Chicago 
Conference. In addition, a 
roster of members will be pub- 
lished showing firm names and 
cities. Members, of course, will 
receive free copies; non-mem- 
bers may purchase copies for 
$5; and if they wish copies 
they must order now because 
the national office intends to 
print only sufficient copies to 
fill requirements. 











This shift in the effective demand 
for housing, and not the much talked 
of decline in population growth, was 
the dominant influence affecting new 
residential construction between 1930 
and 1940. Actually the net annual in- 
crease in families was greater during 
the five years 1936 to 1940 than during 
the peak of the construction boom in 
the 20’s. Nevertheless, throughoiit the 
decade the aggregate supply of housing 
exceeded the demand over most of the 
price range where new construction 
could compete with the existing dwell- 
ings. This was not true for houses 
costing $4,000 or less including land 
and utilities. Hence, the pressure to 
construct very low-cost housing. 

The 4.5 million additional house- 
holds in 1940 were housed partly by the 
less than 3 million new dwelling units 
constructed during the decade, partly 
by absorption of some of the 1930 in- 
ventory of vacant dwellings, partly by 
the use of shacks and trailers, conversion 
of existing structures to house more than 
one family, and other alternatives to 
new construction. These alternatives 
assumed a larger role than in the pre- 
vious decade because the shift in de- 
mand made the supply of very cheap 
housing inadequate. 
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Since the demand for very cheap 
housing exceeded the supply, compara- 
tively few dwellings were demolished 
and there was no large replacement 
market. Even though many of these 
dwellings were socially undesirable, 
they served the practical economic pur- 
pose of providing shelter at prices peo- 
ple could afford to pay. 

Anything like a maximum use of our 
productive resources would mean a 
sharp reversal of the last decade and an 
enormous additional demand for hous- 
ing. The dollar income of the average 
nonfarm family is now as great as it 
was in 1929. Maintenance of this in- 
come under more normal conditions 
should lead to about the 1930 rate of 
expenditures on housing. With the in- 
crease in families this means that total 
housing expenditures would be about 
one-third greater than those reported 
for April, 1930, and about 80 percent 
about April, 1940. 

More important than the increase in 
total housing expenditures would be the 
shift of effective demand to the higher 
price classes as the result of the rise in 
income per family. The average family 
would again be living in a dwelling 
with a rent or rental value of $43 per 
month as against $27 in April, 1940. 
The curve of effective demand would 
be very similar to that shown for 1930 
but with a little greater bulge in the 
middle because there would be fewer 
very poor families and fewer people 
with very large incomes. Of course, the 
whole curve would be above 1930 be- 
cause there would be one-third more 
families. 


First effect will be gain in 
price of existing structures 


The demand for nonfarm _ houses 
having a rental value of over $30 per 
month would be 8 or 9 million dwelling 
units greater than in 1940. On the 
other hand, and in spite of the increase 
in the total number of families, the 
demand for dwellings with a rental 
value of under $30 per month would 
be 4 or 5 million less than the number 
occupied in this price range in 1940. 

The first effect of this demand would 
be to force up the prices of existing 
structures. Even in a_ construction 
boom, the number of new dwellings 
built in a year is so small an addition 
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to the total number of houses that the 


market is determined largely by the 
demand relative to the existing supply. 
New 
meet 
enough to prevent people from bidding 


wainst each other for the older dwell- 


not possibly 
fast 


construction could 


such an enormous demand 


ings. 
Must offer consumer more for 
his money in new housing 


He re 


postwar problem may be to control a 


as in other industries the chiet 


boom rather than prevent a depression. 
We made the mistake of 
controls immediately 
The 


greater in the year and a half after the 


removing 
after the 
was 


price 
last war. increase in prices 
Armistice than during the year and a 
half we This inflation 


led in turn to the collapse in 1921. 


were in the war. 


Ihe participation of new construc- 
tion in this market depends, of course, 
ibility to offer the 
for his housing dollar than the 
This should not 


Given no 


on the consumer 
more 
secondhand dwelling. 
be too difficult. 


construction 


greater in- 
crease in costs than has 
already occurred in the last two years, 
and five years of added depreciation and 
obsolescence of the 1940 structures, the 
competitive position of new construction 
should be no worse than it was in 1940, 
The possibilities for designing a better 
house at no greater cost encourage the 
hope that this competitive position rela- 
tive to the prewar house will be greatly 


improved, 
Nevertheless, all oft the 
effective 


cannot be 


Increase In 


demand for dwelling units 
translated into demand for 
The figure of eight 
needs to 


While 


structures 


new construction, 


to nine’ million I mentioned 


be discounted in several ways. 


the 1940 
were generally in line with the prices of 


prices of existing 
new dwellings, there were some houses 
that 
price class and still compete with new 


could be marked up to a higher 


construction. Furthermore, there is the 
possibility of modernizing old struc- 
tures thereby putting them in a higher 
price class at considerably less expendi- 
ture for labor and materials than would 
be required for new construction. Also, 
between April, 1940, and the end of 
the war we will have built perhaps 


2 million dwelling units. 


Even with this discount, the housing 
market created by maximum employ- 
ment would require an enormous vol- 
ume of new construction. At the height 
of the construction boom of the Twen- 
ties we produced almost one million 
houses in one year. With this backlog, 
plus the roughly half a million addi- 
tional families coming along each vear, 
you can do your own guessing as to 
how much our potential construction 
boom might exceed that of the Twen- 
ties both in amplitude and duration. I 
am not making any predictions because 
so much depends on the construction in- 
dustry itself. 


You will notice that I have carefully 
avoided calling this a deferred demand. 
In only a very limited sense does the 
forced curtailment of construction dur- 
create a 
better 


war automatically 
market. Demand for 
always exists if people have 


ing the 
postwar 
housing 
the necessary purchasing power. If their 
incomes are not increased, or if industry 
cannot cut its costs to fit their purse, 
the demand can be deferred indefinitely. 
If their incomes are reduced, or if there 
is a sharp inflation of construction costs, 
to the 


we can easily have a 


stagnation of 1932. 


reversion 


Building industry will have 
to produce a better house 


This analysis of the effect of maxi- 
mum employment makes no allowance 
for any change in the proportion of the 
consumer’s budget which is spent for 
housing. While this proportion is likely 
to hold within narrow limits, it does 
depend to some extent on what can be 
If the 
industry can produce a strikingly better 


obtained for that expenditure. 
cost, it is conceivable 
that there might be fewer shacks with 
high priced cars parked in the yard. If 
the industry cannot meet this challenge 
it is possible that the proportion of hous- 
ing expenditures will be reduced and 
the balance spent for flivver planes, 
television sets or other gadgets. 


house at lower 


In this connection we need to dis- 
tinguish between the demand for hous- 
ing and the demand for new construc- 
tion. Probably nothing the industry can 
do will result in any more than a mod- 
erate increase in the proportion of hous- 
ing to total consumers’ expenditures. 
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The demand for new construction on 
the other hand is enormously elastic. 
Since new construction is always only 
a small fraction of the total supply of 
housing, a slight increase in housing 
expenditures can result in a very large 
increase in the market for new dwell- 


ings. 


Housing needs indicated by 
trend of population growth 


It is important that the very large 
residential building demand created by 
maximum employment would be in a 
considerable part a replacement market. 
We have never had a real replacement 
market for houses. Dwellings usually 
have been torn down only 
site became more valuable for 
other Rarely has 
family house been torn down to make 
room for another single family house. 


because the 
some 


purpose. a single 


clearly indicated by 
paring population growth with new con- 
struction over the last two 
With a net increase of 10 million non- 


farm households in the 20 year period, 


This is com- 


decades. 


there were 10 million new dwelling 
units built. Such dwellings as were 
torn down were just about offset by 
conversion of existing structures to 
house more than one family, and other 
alternatives to new construction. 

We may now be looking forward to 
a replacement market which will be as 
important as the market created by the 
increase in the number of households. 
There were about + million houses with 
a rental value of less than $20 per 
month in 1940 for which there would 
be no market with maximum employ- 
ment in a postwar year. That is, there 
would be no market if new dwellings 
could be built fast enough to satisfy 
the demand for better housing. 

This means that the rotting out of 
blighted areas would be greatly ac- 
celerated and that both the need and 
the opportunity for urban rebuilding 
would be correspondingly accentuated. 
The potential shift in effective demand 
from poorer to better housing has an 
important bearing on the future char- 
acter and location of residential areas 
and, therefore, on the whole problem 
of long-range regional planning. 


(Continued page 6, column 3) 
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The Mortgage Man’s Stake 


War Damage Insurance 


By J. M. BRYAN 


S MBA 


provision has been made for a 


members are aware, no 


mortgage clause in the war dam- 
age insurance policy. Instead, the ap- 
plication forms include a loss payable 
provision which must be completed if 
the applicant desires that payment under 
the policy be made to any party in in- 
terest in addition to the insured. 

A mortgagee or other holder of se- 
curity of financial interest in property 
eligible for insurance may apply for in- 
surance to the full extent of his interest 
in property described in the application; 
and in such case the application shall 
set forth the declared dollar amount of 
the applicant’s interest in the property 
described. Where an applicant has fi- 
nancial interests in more than one prop- 
erty, at one or more locations, all such 
financial interests may be insured under 
one policy for an amount of insurance 
covering blanket on all such interests. 


Owners of property likewise may 
insure under a blanket form where 
more than one property is under the 


same ownership at one or more loca- 
tions. This, of course, is of tremendous 
advantage to the large owners of real 
estate or to those financial organizations 
having extensive mortgage interests in 
various properties because, according to 
the method of writing blanket in- 
surance, it is not necessary to list all 
of the individual properties owned or 
all of the various financial interests in 
property. 

Mortgagees who have purchased in- 
surance to cover their mortgage inter- 
est in various properties are permitted 
to reduce the amount of their insurance 
with a proportionate return of the 
premium in the event that a mortgagor 
subsequently furnishes war damage in- 
surance covering the mortgagee’s in- 
terest. 

Under a large number of mortgage 
agreements now in force, there is con- 
siderable doubt of the mortgagee’s right 
to demand of the mortgagor that he 
take out war damage insurance to pro- 


tect the mortgagee’s interest. I have in 
mind the type of agreement which pro- 
vides that the mortgagor shall protect 
the property from fire, windstorm, hail, 
and similar specified casualties. The 
only possibility here is that the promise 
to protect from fire, may be held to re- 
quire the purchase of war damage in- 
surance. The policies issued by private 
fire companies, even with extended 
coverage, expressly exclude liability for 
damage from fire caused by enemy ac- 
tion; and civilian property damage in 
primarily _ fire 


modern war means 


damage. 


Accordingly, the courts may hold the 
mortgagor obliged to secure war dam- 
age insurance in order to provide the 
mortgagee with all available protection 
against fire. On the other hand, a 
strong argument can be made that, the 
mortgage agreement having been made 
in peace-time, only peace-time casual- 
ties were contemplated and that the 
only fire coverage intended was that of 
the standard fire policy. In support of 
this contention, it could be pointed out 
that insurance against fire from ai/ 
causes was certainly not intended, for 
from 
causes is simply not available. 


insurance against fire certain 
For in- 
stance, neither the policies issued by 
private war 
insurance itself covers damage from 
fire caused by sabotage. 

The mortgagee is in a much better 
position, of course, where the agreement 
provides that the mortgagor shall pro- 


companies nor damage 





SUGGESTED MORTGAGE CLAUSE 


That the party of the first part will during all 
the times until the money secured by said mort- 
gage shall be fully paid and satisfied, keep the 
buildings, structures and improvements erected 
and to be erected on said premises and all personal 
property covered by said mortgage, insured against 
loss or damage by fire and against loss by such 
other hazards, as shall be required by the holder 
of said mortgage for the benefit of such holder 
to an’ amount and in a company or companies to 
be approved by such holder; and will assign and 
deliver to the holder of said mortgage a policy or 
policies of such insurance, and in such form and 
manner so that the holder of said mortgage shall, 
at all times until the full payment of said money, 
have and hold said policy or policies as collateral 
and further security for the payment of said 
money; and in default of so doing, or upon fail- 
ure to deliver to the holder of said mortgage 
renewals thereof at least one week in advance of 
any expiration date, the holder of said mortgage 
may effect such insurance for the purposes afore- 
said for a term not exceeding three years for 
any one policy and in an amount in the aggregate 
not exceeding 100 per cent of the full insurable 
value of said buildings, structures, improvements 
and mortgaged property, and may pay 
the premium or premiums thereon, and the party 
of the first part will pay the holder of said mort- 
gage on demand such premiums so 
paid with interest at six per cent per annum from 
the time of payment, and the same shall be se- 
cured by said mortgage and shall be collectible 
thereupon and thereby in like manner as the prin- 
cipal sum, and in default of such payment by the 
party of the first part, or of the assignment or 
delivery of a policy or policies as aforesaid, the 
whole of said mortgage debt shall at the option 
of the holder of said mortgage, immediately be- 


personal 


premium or 


come due and payable; and should the holder of 
said mortgage by reason of such insurance against 
loss by fire and against loss by such other hazards 
as shall be required by such holder receive any 
sum or sums of money for damage by fire or by 
such other hazards, such amount may be retained 
and applied by the holder of said mortgage toward 
the payment of any portion of the mortgage debt 
selected by it, whether then matured or not, or 
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the same may be paid over either in whole or in 
part to the party of the first part or to the then 
owner of the mortgaged premises for the repair 
buildings, improvements and 
mortgaged personal property or for the erection of 


of said structures, 


new buildings, structures and improvements in 
their place and the replacement of said mortgaged 
personal other purpose or 


object satisfactory to the holder of said mortgage, 


property, or for any 
and if the holder of said mortgage receive and 
retain insurance money for damage by fire or by 
such other hazards, to said premises, the lien by 
the amount of such insurance money received and 
retained by the holder of said mortgage. 


The party of the first part will deposit with 
the holder of said mortgage all such policies of 
insurance on the mortgaged premises and each 
policy will be so 


premiums fully paid and with mortgagee clauses 


insurance deposited with the 
approved by the holder of said mortgage attached 
thereto. The party of the 
points the holder of said mortgage its attorney-in- 


first part hereby ap- 


fact, coupled with an interest, and authorizes and 
empowers such attorney, at the option of such 
attorney, to adjust or compromise on behalf of 
the party of the first part any loss under any in- 
surance policy or policies on the mortgaged prem- 
ises, to collect and receive the proceeds of any 
such policy or policies and to execute and deliver 
in the name of the party of the first part any 
agreements, documents or other papers necessary 
to effect such collection, and to endorse in the 
name of the party of the first part any and all 
checks representing the proceeds from any such 
policy or policies, and after deducting from such 
insurance proceeds any expenses incurred by it in 
the collection or handling of such fund or funds, 
to retain, apply or pay over the net proceeds, at 
its option, as the preceding sub-paragraph pro- 
vided. The holder of said mortgage shall not be 
responsible for any failure on its part to collect 
such insurance proceeds due under the terms of 
any policy regardless of the cause of such failure. 
The party of the first part hereby ratifies and con- 
firms all that the holder of said mortgage shall 
lawfully do by 


granted. 


virtue of the authority therein 
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tect the mortgagee, not only from cer- 


tain specific d casualties, but from “other 


hazards”. Sometimes the language ts 
ven broader and may read, for in- 
stance, “and from such other hazards 
1s the mortgagee may request”. Here 


the possibility that hazards other than 
these customarily covered might later 
irise may well be said to have been 
foreseen. Where insurance iwainst 


such additional hazards is available at 


is low a cost as in the case of war dam- 


wwe insurance, it seems entirely equitabl 
mortgagor should 


that the be required 


to furnish the additional 
How 
vors to 


mutual protection’ The insurance com- 


pre tection. 


influence our mortga- 


this 


can We 


obtain coverage tor our 


which ire fiduciary 


he War 


nts for the 
done l 


panies serving as 
Corpora- 


their 


Damag« 
tion with 
local agents and brokers in pul 
ind selling. Most 


tne 


Nave good rob 


? 
yicizing 


mortgagees inform 


mortgagors that the insurance is 


wailable and some have insisted and 


required that it be bought. From my 


sbservation, life insurance companies do 


not appear to be as active as some other 


corporate lenders in insisting war 


upon 


d image insurance, In our ¢ pacity as 


idministrators of trust funds, we have 


it least the obligation, I believe, of in- 


forming all our mortgagors of the need 


insurance. In the event of 


for this 


] 


damage, I am wondering if we 


wouldn’t recelve serious and untftavor- 


ible reaction to our companies from 
borrowers if we hadn’t done our part in 
for this 


ducating them to the necessity 


nsurance. 

Don’t assume that the general public 
is well informed either as to the danger 
from war damage or how they may in- 
such damage. 


themselves against 


of the 


Sure 
On 


on this subject was a letter | ran across 


best evidences of iwnorance 


uddressed to a loaning 
that the 


iwency stating 
writer contemplated buying 
some insurance from the War Damage 
Corporation and wanted to know if it 
was a reliable concern. Apparently this 
question had been stimulated by the in- 
sistence of the War Damage Corpora- 
tion that the premium be paid in ad- 


vance. 


In many cases, the mortgagor may 
be persuaded to purchase war damage 
Insurance protecting the mortgagee’s In- 


terest even though he is under no legal 


compulsion to do so. With some com- 
panies, a simple request has produced 
good results. Generally the best results 
have been obtained when all lending 


institutions operating in a given area 
have timed their requests so that they 
reached all mortgagors in that area on 
or about the same date. Unanimity has 
given the request the atmosphere of 


iuthority. 





oa of war damage insur- 
ance haven’t been too spec- 
tacular and it is said that 
property owners from now on 
will be more strongly urged to 
get this protection than they 
have been in the past. One 
notable development in recent 
weeks has been the numerous 
advertisements of the fire in- 
surance companies telling the 
public why they should get the 
coverage. Mr. Bryan’s obser- 
vations here represent the con- 
cluding portion of a much 
longer and more detailed study 
of the subject. He is vice pres- 
ident of the Jefferson Standard 
Life Insurance Company, 


Greensboro, N. C. 





One point is fairly clear. Whenever 
possible, a provision should be included 
in all future mortgage agreements en- 
bling the mortgagee to require war 
damage insurance if, as, and when it 
ippears necessary or desirable. A pro- 
vision of this sort has been in use since 


1940 by 


Institutions. In 


early in a number of lending 


substance, the clause 
provides a method by which a mortga- 
demand full insurance cover- 
hazard 


ilso incorporated authority to arrange 


gee may 
age against any and there is 
for settlement of losses and disposition 
of proceeds. (See complete text of 
clause on preceding page.) I think 
the form is much too long but I chal- 
lenge you to get your attorneys to find 
to make it shorter. 

The report of a committee appointed 
by Louis H. Pink, New York insurance 


commissioner acting as coordinator on 


t Way 


war damage insurance for the National 
Association of Insurance Commission- 
ers, should be of considerable interest 
which should be 


when it is released 


soon. 


The study will be along three 
lines: (1) A delineation of War Dam- 
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iwe Corporation coverage. (2) An ef- 
fort to extend private coverage, if 
necessary, to bridge any gap. (3) Con- 
sideration of the possibility of provid- 
ing cover for consequential war damage 
not contemplated by the government 
plan. 
Watch 
port. It should provide a wealth of in- 
formation not now available. 


for the issuance of this re- 
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This replacement demand depends 
again on what happers to construction 
costs. If these. costs go up as fast as 
consumers’ income the net effect will be 
an inflation of prices of existing struc- 
for new 


rather than a demand 


construction. 


tures 


In the other direction the potential 
markets which could be opened up by 
cost reduction are enormous. Even 
with unemployment reduced to a mini- 
mum, and the consequent increase in 
demand for higher priced housing, only 
one-third of the households could afford 
to pay over $5,000 for a house. An- 
other third would fall in the $3,000 to 
$5,000 price range —a market which 
we have hardly begun to exploit. 

We have built quite a few houses 
for less than $5,000 in the last several 
years, but they have not been sufficiently 
better than the 
at the same price to cause any wide- 


secondhand structures 
spread displacement of such structures. 
The amount of such new construction 
has been very small relative to the total 
number of families in this price class. 
Low-cost housing has been achieved in 
large part by drastic reduction in the 
size of dwellings and by elimination of 
Such 
ing has served a useful purpose, but it 
is not the final answer. 


all but the bare essentials. hous- 


War is in many ways a period of 
rapid change. It forces and encourages 
the development of new materials, new 
methods, better 
mass production techniques, simplifica- 
tion It helps to 
break down habits, customs and laws 
which have been barriers to the prog- 


construction designs, 


and standardization. 


ress of the construction industry and the 
efficient effective, economical distribu- 
tion of its product. Evervone connected 


olumn 1) 


(Continued page 7, « 
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with the industry should take full ad- 
vantage of this break with the past in 
order to exploit the low-price market 
as well as to hasten the process ot 
obsolescence in the higher-price field. 
There are equally promising possibili- 
ties in other fields. A large volume of 
residential building and any extensive 
urban redevelopment will require large 
amounts of other types of construction. 
Throughout the whole gamut of con- 
sumers’ durable market 
opened up by maximum employment is 
likely to tax our productive capacity for 
several years. In the field of new plant 
and equipment the potential demand is 
much greater than a superficial glance 


zoods the 


might indicate. 

But there is nothing automatic or 
inevitable about this demand. It will 
only materialize as the result of cour- 
age, imagination and ingenuity, the 
hard-headed practical long-range plan- 
ning of businessmen and the willing- 
ness of all elements of our economy to 
co-operate for the common good. 

Construction is in a particularly stra- 
tegic position. Just as it was one of the 
dominant elements in the high level of 
prosperity in the Twenties, just as lack 
of a large volume of construction was 
the chief reason for our failure to get 
full recovery in the thirties, so construc- 
tion is the key to the postwar era. In 
large measure your own salvation as 
well as that of the rest of the country 
rests on your shoulders. 

This long-range planning is particu- 


If You Are Looking for a “C” Card, 
Forget It Say These MBA Members 


Best information now seems to indicate that few MBA 
members can expect extra gas when rationing starts 


By GEORGE H. PATTERSON 


Mortgage bankers, property managers 
and real estate men generally can hope 
for no preferential treatment when na- 
tional gasoline rationing begins later 
this month. That is the conclusion 
reached by MBA officers after an in- 
vestigation into all phases of the sub- 
ject. The Association did not even get 
as far as one other organization did 
which asked that real estate men be 
given extra gasoline to carry out es- 
sential wartime services. The reason 
we didn’t was because it became ob- 
vious early in our study that nothing 
could be done. 

The real estate group had asked for 
preferred treatment because of the work 
its members are doing in_ providing 
housing for war workers and men in 
military service. Specifically the group 
had cited these facts in connection with 
their petition: Finding suitable quarters 
for army personnel, locating land and 
building Title VI housing, locating 
housing for shifting war workers, ap- 
praising land and factories for govern- 
ment agencies and for defense plants, 
doing the work normally done by home 
registration bureaus in some areas and 
rehabilitation and remodeling work for 
war workers. 

All the reasonable arguments that 
could be cited were advanced; so it 








larly necessary for the prompt and ef- 
fective reconversion from war to peace 
production. No contractor or manu- 
facturer can do an intelligent job of 
reconversion without giving a great deal 
of thought to the size and nature of 
these postwar markets and to the 
changes which will be brought about 
by the war. To what are you going to 
convert? Will it be the same product 
you made in 1940 or something com- 
pletely different. How can you benefit 
most from the potential markets which 
can be created by maximum employ- 
ment? 
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appears that MBA can do nothing for 
its members in this regard. 

That gasoline rationing will work 
hardships on many members goes with- 
out saying. Many of them are actively 
engaged in financing war housing and 
the transportation restriction will in- 
crease their difficulties. 

In the meantime, how has rationing 
worked in those states that have had it 
for several months? We asked several 
members in the East to express their 
views and here are some of them: 

A Washington member writes that 
local rationing boards there are issuing 
“B” books to those whose occupational 
needs justify them. These are good for 
470 miles in addition to the basic “A” 
book. Property managers or builders of 
war housing may come within the pre- 
ferred mileage definition and if they 
can prove their case, get “C” books 
which are tailored to fit their travel 
needs. 

“Some members of the real estate 
board who have been making appraisals 
for local lending institutions have so 
stated in their applications and their 
claims for ‘B’ books have been denied,” 
this member said. 

A Hartford member’s experience was 
quite different. He was first given a 
“B” card but his mileage was more 
than that allowed for this rating so he 
appealed and was given a “C” card. At 
that time he had two Title VI projects 
underway, one of 130 houses and an- 
other of 161 houses. A letter to the 
board saying that the major portion of 
his traveling was done in connection 
with FHA lending was enough to get 
the “C” rating. , 

We asked several 
companies for their views. We had in 
mind that such organizations, with 
hundreds of employees who must use 
automobiles, must be wrestling with a 
big problem. One company makes a 
large volume of farm loans. An officer 


large insurance 
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wrote that, as a company, no action had 
been taken. 
his own gasoline problems with his own 


I ach ¢ mployee had to solve 


board. 
“Very 


hee men 


if any of our branch of- 
have gotten ‘C’ books,” he 
“A number got ‘B’ books but 
‘A’ books. 


nspectors have been given 


tew 


told us. 


many have been restricted to 


Farm loan 


some advantage over city loan Inspec- 


1 ” 
tors, Nowever. 


Hi advised 
could take, declaring it seems 
left 


rul- 


that he saw little ac- 
tion we 
clear that all] 


local 


nes do not 


decisions are being 


ind that their 
a definite set trend. 


to the boards 


follow 
interesting 
New 
had 


necessary or 


His view became more 


when we trom a Jersey 


that he 


heard 


member who said found 


that “C” books “are not 
permissible to mortgage bankers under 


. ’ | ” 
xisting regulations, 


books were 1S ued to them 


“Some ‘C’ 
n the early 


rush but I understand they 


ire DeIng rec illed,” he declared. 


Only most essential war 


workers to get ““C” cards 
He went on to say that, as far as his 


oncerned, the — hooks 


weren't going to anyone except doctors, 


irea was 


ind those 
related to the war 
Title VI 
That’s 
our opinion but apparently the rationing 
this 


defense workers whose serv- 
directly 


Well, 


up Is 


ccs ir 
effort. vetting this 


vital to victory. 


housing 


boards do not share view to the 


xtent they are going to issue “C” cards. 


From a Philadelphia member cam 
that “four gallons a 
far” 


inyone in the 


the “revelation 


] 


week will not carry you very 


1 


wont De news to 


states 


W“ hic h 


rationed but will be better ap- 


preciated by all of us a month from 
His story Is 


ind none of it 


now. more of the same 


encouraging. 


“Practically the only basis a mort- 
gage banker can get supplemental gaso- 
line is for him to be 
work for 


some 


engaged in con- 
workers. All 


way 


struction war 


our men are in engaged in 
repair or maintenance work or making 
construction loans and hence have qual- 
ified tor iy books 


four more gallons a week or a total of 


— 


which gives them 


eight. And eight gallons won’t carry 


you very far either. It has simply meant 


that a lot of inspection work has to be 


” 
cut out, 


Another member from New Jersey 
said that additional coupons had been 
obtained ‘“‘where cars are used _ for 
emergency repairing and maintenance 
of real estate in charge or under the 
care of institutions”. No consideration 
had been given for lending purposes, he 


added. 


he doesn’t 


A Baltimore member declared 
feel 
titled to any additional gasoline but that 


mortgage men are en- 


if one is “an appraiser and uses his car 
to inspect properties he would be justi- 
fied in asking for a ‘B’ book.” 


The rules laid down by 
OPA to get extra gas 


We secured a copy of the instructions 
boards re=- 
Here is 


what they say as to those who can qual- 


OPA sent to all rationing 


garding additional gasoline. 


ify for extra gasoline: 

“Industrial or extractive establishments 
essential to the war effort, including plants 
or establishments engaged in the extraction, 
production, processing, or assembling of any 
tircraft, motor vehicle, ship, marine equip- 
ment, armament, implement or engine of 
war, or necessary part thereof; or of any 
raw, semi-processed or finished materials, 
supplies or accessories necessarily used in 
the manufacture thereof; or of tools, ma- 
chinery or appliances essential to the manu- 
facture or use thereof; or of munitions or 
fuel; or of essential medical supplies or 
essential food or clothing. 


“ By 


supervisors, repair and maintenance men or 


engineers, architects, technicians, 
other workers (but not including salesmen) 
them to 


transport materials and equipment neces- 


to enable render services or to 
sary for construction, repair, installation, 
or maintenance work (other than the repair 
or maintenance of portable household ap- 
pliances); or for rendering indispensable 
services of a specialized nature to agricul- 
industrial establish- 


tural, extractive or 


ments.” 


You 


aren’t mentioned, so the best advice we 


will notice mortgage bankers 


can give you now is: get set for the gas 
famine and revise your operations to fit 
it. It isn’t going to be pleasant but the 
war isn’t pleasant; and winning it must 
be the principal objective of everyone 


now. 
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In all, we have received replies from 
more than a hundred mortgage bankers, 
life insurance executives, savings and 
loan officials, real estate men and others 
on this question. Many of them—prob- 
ably the majority—have been received 
since the above comments were written. 
They do not change the general opin- 
ions which we have outlined. 

A Newark 
seems to be the best single opinion on 
me “|S” 


gage men cannot qualify for ‘C’ cards 


member sums up what 


card— namely that “mort- 


but real estate maintenance men can 


bd ° ” 
In many instances. 


A surprising number did 
receive “‘C” cards early 


This later information is surprising 
in at least one respect—more have se- 
cured “C” cards than we had first sup- 
posed. Others have had little difficulty 
in securing “B” cards. For example, a 
Baltimore member wrote that the man 
in their organization who makes the in- 
spections of defense housing for FHA 
loans had no difficulty in securing a 


“C” card. He is required to make 


FHA 


houses and the rationing board felt that 


weekly inspections of de fense 
it was vital war work. A New Jersey 
member said “we are financing 2 con- 
siderable amount of war housing and 
our board said this work is helpful to 
the war effort.” Another Connecticut 
member got a “C” on the same basis. 
After reading these more recent let- 
ters we are just as well satisfied that we 
did not start any action to get a blanket 
ruling for our members because most of 
those replying to our survey believe it 
would have been ill advised. 
“Do not 


would be 


Here are some comments: 
think that organized action 
good.” 

“Tt does not seem advisable for MBA 
to take any part in such an effort .. .” 

“Our office would be opposed to en- 
tering organized action of MBA for 
preferred treatment.” 

“T think organized action of this 
kind 


vi 
other matters and might do so here. 


has had unfavorable results in 








